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SC No. 06935/60

19 SEP 1960

MEMORANDUM FOR: Assietent Director, Hatiomsl Bstinmates
ADTENTICN Caief, Far Best Stalf, ¥ T

SUBJECT: Heonomie Aspects of the Departure of goviet Technlcians
from Communist Chion

25X1A9a

1. This memorandws wes prepered in responae Lo — vacent
verbal request for sdditicnsl commert on the economle aspects of the
current departure of Soviet technicians from Communist China. I

pets fortn ORR's {a) estimate of the carrent status of Soviet technicians
1n Communist China, snd (b) anslysis of ressoms for the recently
reported departure of these tecurlciens in unusuelly lage numbers.

&. The Current Stetus of Hoviet Technicians in Comaunist China.

Relisble observers in Pelping have contirmed that sn

unusually lerxe number of Soviet citizens left Peiping by treln for

the USSR during August 1360; scme vere economic technicians who left
before the end of thelr scheduled tour of duty. It 1s aifficult to

2o beyond this genersl statement from currently avallable information.
It is unknown how many of the depertures were cconcmic technicisns, end
how many were Boviet citizens on otner business, such &8 entertainers,
teschers, trade officials, and military mdvisers. The seale of the
wovement is unclear. Reported estimates runge from 350 techniclans

25X1X7 plus dependents geversl thousands presumebly ineluding dependents.
Late in August, estimnted that a minlimum
of "something over 1, VI@T . { left in the previous

four weeks and that departures vere continuing. It is known that
some additionel technlcians are still coming into Chins from the USSR,
CRR hud tentetively wstimnted before the excdus that there were 1,000
to £,000 Seviet techniclans in China.

A key question is whelher technicians who left unexpectedly
aid so at the unilatersl reguest of either the USSR or Coummmist Chins,

25X1D1a or o8 a result of & ] at thelr services vere nc longer
: : geptial.
& NSA
25X1a

25X1D1a 25X1D1a
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25X1D1a
& NSA 25X1a Whether this ecarefully
correct procedure was still being followed in July and August,
efter the Bino-Soviet political relationship worsened, iz unknown.
25X1D1a
& NSA 25X1a

b. Possible Ressons for the Exodus.

Tharee hypotheses heve been sugzested to sccount for the
exodus. One, the USSR may have been trying to discipline or warn
Comamumist China by repoving all but the most essential Soviet
technicions., On the other hend Comnunlst China may huve taken the
initistive, following s political decision to reduce sharply China's
rellance on the UBSR. Third, there may have been ordinury economic
ressons which account for a considerable portion of the departures.

The strained nature of the politics) reletionshilp
between the USSR and Communist Chine in recent months strongly
sugzests that the exodus iz relsted to the first hypothesis. 8o far,
in the ubgence of indications that essential Soviet technicisnps have
been withdrawn, or that severe economic sanetions have been applled,
it appears thet any Soviet pressuwre has been gentle, smounting to
8 warning rather than punishment. oo long &8 the USSE belleves that
there remsing ony chence of putehing up its guerrel with Commmist
China, it probebly will continue tu sveid using hesvy-handed coercion,
which might or might not work even in the sbhort run vhen epplied
sgaingt & group aa proud as the lecdership in Communist China, and
which would certainly have long~tern sdverse effects on the Sino-
Boviet relationship. Nevertheless, should the Soviet Union desire
o step up the pressure, 1t could vithdresw remaining sfivisers, astop
the flow of Plusprints and informption on advanced technology,
discontinue the training of Chinese workers, students, and researchers
in the USSR, cut off shipments of rschinery snd equipment to China

S R ATmTETT PR EIEY
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6nd purchases from Chinm, and coerce the Buropeun Satellites into
following sult. The aerious effects such memsures would have on
Communist China's economic developrent program are described in
an article on pp. 1-3 in Part II of the Current Intelligence
Weekly Review for 1 September 1960.

There is little firm evidence yet for the secend
hypotheais -- that the Chinese have made » political decision to
get slong with the absclute minimwr of Boviet technicisns , even ot
substontiel economic cost -« but it appears that the theme of "self-
reliance” is receiving great exphesis in current Chinese pronguncements.
Although the Chinese mey be sdvaneing the date at which they will
feel independent of much of the Soviet assistence, it does not
eppesr thet the Chinese have noved to eject those Soviet experta
considered of vital imgportance.

There is considersble evidence to support the third
hypothesis -« of normal economic cauzsation - whiech, however, ceanot
fully aceouwnt for thw lerge scale of the reported excdus. The USSR
delivered an wnususlly large amount of cspital equipment to Communist
China in 1959, snd many of the technicizns who vent alony to help
install the equipment might plausibly have congpleted thelir assignments
by m1d-1960. (Pluctuations in the Soviet sid program %o China
« NSA 25X12  gre apelyzed in an sttoched note). Another relevant fuctor is the
e leng-stapding policy, subscribed to by both the USBR and Chins of

keeping the size of the Soviet advisory growp to s minimm, snd

25X1D1a of turning over responsibilities to gualified Chinese oz g
poesible.

25X1D1a

NSA 25X1a

2. In sum, OBR believes that an unusuelly large, but unknown,
nugber of Soviet technicians left Communist Chims in August 1960, some
on short notice. A plausible explenction is thet the USSR has been
vithdraving all but the most essential technicisns ;) 48 8 reminder to
Chins of its dependence on the URSE for technological swport. Ve
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believe, howvever, thet the depertures can, in part, be explained
on economie grounds, particularly beceuse of the completion of
rsny 2id projects, and that it would be Premature to interpret
the departures ca evidence of & serious reduction of HSoviet
support of Chinsa's economio developnent.

2, ey

Assigtent Director

Enclosure:
As noted in text.

Distribution: (8-595)
Original & 1 - Addresse

- OAD/RR

- Ch/E

- 8/T
- D/A

- A/F

NHFB D

' D/A/F:-pat/hnu (15 September 1960)
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Attackment 1.

Rote on the Soviet Program to Help Comsmmist Chine Industrislize end
the Departure of Soviet Technicians

1. Becently avellsble stetistics on trede between the USHR mnd
Communist China in 1359 shed some light on reports that Hoviet
economic technlciapnes were departing Chins inm large nunbers during
August 1960. Although the data does mot fully sccount for reports
that o mess exodus hes cccurred, it indicates thet an unusunlly
large nwnber of contracts of Soviet technicians might have been
scheduled to teminete in mid-Y060.

<+ Moscow has published stetisties vhich place & value on
Boviet esxports of complete factory instellations to Chinaz in 1959
of 1,539 million rubles, or the equivalent of U8 $400 million ut the
official rate of exchange. This mmount is greater them the U3 $30C
rillion previcusly estimsted by ORR and is 2.4 times as grect as the
volue of similar exports in 1958. 'Complete installations” iz &
category of trade including nechinery used to equiy "Boviet-aid”
projects -- the eleciric power plants, steel complexes, 5il and
chemioal refineries, and lar e machine-buillding fuctories that arve
the backbone of Chine's industrislization progrem. A lerge number
of Soviet techniclens would have been needed to supervise instadlation
of the $400 million worth of fectory equirment which tihe Soviet Union
shipped to Chine last year. Beceusze the instelletion of equipment
is & relatlvely short-term nssigmment, mony of these wen presussbly
~ would hove completed their jobs and be ready to return home by

mid=-1960.

3. The sharp increase in Soviet exports of caplete factory
installetions to China in 1359, as compured with previous yesrs, 1s
shown 1n the following tabuletion, which liets such exports for
1350-593, in million US dollars:

1950 - 1 1955 = 1k
1951 - 3¢ 1356 - 17
1953 - by 1958 - 166
1954 - 93 1959 - Bg

1950-59 totel - 1,350
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b. Whether Copmunist Chins wus planning to import more or less
cupitel equipment from the USSR in 160 tham in 1959 cennot be
definitely determined {rom svailable dste on trade snd induatrial
construction activity in China. It may be deduced irom the past
rrogress of the Soviet ald program :nd Tubture comsitments under it
that 1959 was pleanned to be = peak yeer. The over-all =id progras
way be dlvided into two programs. The first, drawn up inegreements
signed between 1950 =nd 1996, provides for delivery of $2,085
million worth of equipment for 166 projeets %o be constricted in
China, primerily during its First :ud Second $-Year plans {(13953-62).
A second program, announced in 1958 and early 1953, primarily
covers Soviet commitments for support of industrisl development in
China during its Third 5-Yesr Plan {1963-67). Under the second
program, the USSR promised to deliver to Chine equipment of unstated
value for 4T projects, and $1,:50 million worth of equipment for
T8 projects, by 1967. Because of the long leed time needed to plan,
design, and prepare sltes for large complex fectorles, probably few
of the projects under the second program will be ready to receive
much equipment before 1963. Therefore, during the periosd 1960-62,
Soviet capltal equipment deliveries to China will consist mostly
uf obligetions remaining under the Yirst progrsm. This remainder
wes $675 million at the end of 1939 ($£,025 million less $1,350
milliong, or $225 million per year if evenly distributed from 1960
through 1962. The sbove date is recspitulated in the following
list of aversge apnusl exports of camplete factory linstsllations from
the USSR to Chins, sctusl snd scheduled, in million US dollars:

1950=52 -« 25 average per year
1353-57 - 1bZ average per year
1358 - 166
1952 - WO
196062 -~ 225 average per year
1563-67 ~ 50 average per yeer

The average annual volume of deliveries scheduled for 1360-6Z could
turn out to be higher than $:25 willion if deliveries are mede under
the second program hefore 1763; similsrly, if net additione ware later
made to the second program, the schedule for 1963-67 could be higher
then $250 milliion. 8o far as 1960 1s concerned, the above data
suggest that the spount of factory instsllaetions scheduled for export
to Chine in 1960, snd the plsnned requirements for -installstion
engineers, vas substantially less then in 1353.
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